Green shoots in the euro area : a real time measure by Camacho, Máximo et al.
GREEN SHOOTS IN THE EURO AREA. 
A REAL TIME MEASURE
Maximo Camacho, Gabriel Perez-Quiros 
and Pilar Poncela
Documentos de Trabajo 
N.º 1026
2010
GREEN SHOOTS IN THE EURO AREA. A REAL TIME MEASURE
GREEN SHOOTS IN THE EURO AREA. A REAL TIME MEASURE (*)
Maximo Camacho
UNIVERSIDAD DE MURCIA
Gabriel Perez-Quiros (**)
BANCO DE ESPAÑA AND CEPR
Pilar Poncela
UNIVERSIDAD AUTÓNOMA DE MADRID
(*) We are thankful to participants at CIRANO Workshop on Forecasting Methods (Canada), Annual Center for 
Growth and Business Cycle Research (Manchester), T-1 Time Series Econometrics Workshop (Zaragoza). We 
also thank seminar participants at University of Granada, University of Maastrich, University Catolica of Lisboa, 
The Conference Board, and University Carlos III for useful suggestions. Maximo Camacho thanks Fundación 
Ramón Areces for financial support. Pilar Poncela acknowledges financial support from the Spanish Ministry of 
Education, contract grant ECO2009-10287. Remaining errors are our own responsibility. The views in this paper 
are those of the authors and do not represent the views of the Banco de España or the Eurosystem.
(**) Corresponding Author: Gabriel Pérez-Quirós, Banco de España, Research Division, Monetary and Financial 
Studies Department, DG Economics, Statistics, and Research. Alcalá 48, 28014 Madrid, Spain.
E-mail: gabriel.perez@bde.es.
Documentos de Trabajo. N.º 1026
2010
The Working Paper Series seeks to disseminate original research in economics and fi nance. All papers 
have been anonymously refereed. By publishing these papers, the Banco de España aims to contribute 
to economic analysis and, in particular, to knowledge of the Spanish economy and its international 
environment. 
The opinions and analyses in the Working Paper Series are the responsibility of the authors and, therefore, 
do not necessarily coincide with those of the Banco de España or the Eurosystem. 
The Banco de España disseminates its main reports and most of its publications via the INTERNET at the 
following website: http://www.bde.es.
Reproduction for educational and non-commercial purposes is permitted provided that the source is 
acknowledged.  
© BANCO DE ESPAÑA, Madrid, 2010
ISSN: 0213-2710 (print)
ISSN: 1579-8666 (on line)
Depósito legal: M. 33559-2010
Unidad de Publicaciones, Banco de España
Abstract
We show that an extension of the Markov-switching dynamic factor models that accounts 
for the specificities of the day to day monitoring of economic developments such as ragged 
edges, mixed frequencies and data revisions is a good tool to forecast the Euro area 
recessions in real time. We provide examples that show the nonlinear nature of the relations 
between data revisions, point forecasts and forecast uncertainty. According to our empirical 
results, we think that the real time probabilities of recession are an appropriate statistic to 
capture what the press call green shoots. 
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